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Independent Auditor’s Report

To the Village Council of the
Village of Mecosta, Mecosta County, Michigan:

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Village of Mecosta, Mecosta County, Michigan, as of and for the year
ended March 31, 2008, which collectively comprise Village of Mecosta’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the management of Village of Mecosta,
Mecosta County, Michigan. Qur responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statermnents are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
Village of Mecosta, Mecosta County, Michigan, as of March 31, 2008, for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming opiniens on the financial statements that collectively comprise
Village of Mecosta, Michigan’s basic financial statements. The introductory section, combining and individual non-
major fund statements are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual non-major fund financial statements have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole. The introductory section has not
been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
€Xpress no opinion on it.

The management’s discussion and analysis and budgetary comparison information on pages 2 through 4 and pages
17, 18 and 19, are not a required part of the basic financial statements, but are supplementary information required
by accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

/‘tZ.7 g2l Cen pc.

Big Rapids, Michigan
July 9, 2008



Village of Mecosta — Mecosta County, Michigan

Management’s Discussion and Analysis

Using this Annual Report
This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement of
Activities provide information about the activities of Village of Mecosta, as a whole, and present a longet-term view
of the Village’s finances. Fund financial statements teil how these services were financed in the short-term, as well
as what remains for future spending. Fund financial statements also report the Village’s operations in more detail
than the government-wide financial statements.

The Village as a Whole
The Village’s net assets increased slightly during the year. In a condensed format, the table below shows the net
assets as of the current date:

2008

Current Assets hY 535,481

Non-current Assets 46,252

Total assets $ 581,733

Total Liabilities $ 6,092
Net Assets

Invested in Capital Assets 46,252

Restricted for Roads 329,953

Unrestricted 199,436

Total net assets 575.641

Total liabilites and net assets $ 581,733




P

General Revenues
Property Taxes
State Grants
Charges for Services
Interest Earnings and Rent
Other Revenue
Total revenues

Program Expenses
General Government
Public Safety
Public Works
Cultural and Recreational
Other Funtions
Depreciation

Total expenses

Change in Net Assets

The following table shows the changes of the net assets as of the current date:

2008

32,502
84,592
205
18,359
2,296

137,954

44,051
4,267
40,363
3,990
5,693
1,586

99,950

38,004




The Village’s Funds
Our analysis of the Village’s major funds begins on page 7, following the entity-wide financial statements. The
fund financial statements provide detailed information about the most significant funds, not the Village as a whole.
The Village Board creates funds to help manage money for specific purposes as well as to show accountability for
certain activities, such as special property tax millages. The Village’s major funds include the General Fund and the

Major and Local Street Funds.

The General Fund pays for most of the Village’s governmental services, which are partially supported by an
operating tax millage and State revenue sharing. The Street Funds are financed primarily by state gas tax.

General Fund Budgetary Highlights
Village of Mecosta did not amend the General Fund budget during the year as various events occurred, however the
expenditure portion of the budget should have been amended.

Capital Asset and Debt Administration
At the end of the fiscal year, the Village had $63,440 invested in a broad range of capital assets including buildings
and equipment. In addition, the Village has invested significantly in roads within the Village. These assets are not
reported in the Village’s financial statements because of Michigan law, which makes these roads the property of the
Mecosta County Road Commission (along with the responsibility to maintain them).

Economic Factors and Next Year’s Budgets and Rates
The Village budget for the next fiscal year will be similar to this past years’ budget. State revenue sharing has shown
declines in recent years and may be so again for the next year.

Contacting the Village’s Management
This financial report is intended to provide our citizens, taxpayers, customers and investors with a general overview
of the Village’s finances and to show the Village’s accountability for the money it receives. If you have questions
about this report or need additional information, we welcome you to contact the Clerk’s office.
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VILLAGE OF MECOSTA - Mecosta County, Michigan
Government Wide Statement of Net Assets
March 31, 2008

ASSETS
Cash and Cash Equivalents
Delinquent Personal Tax
Due from State of Michigan
Capital Assets - Net of Depreciation
Total assets

LIABILITIES
Payroll Taxes Payable

NET ASSETS
Invested in Capital Assets- Net of Debt
Unrestricted

Total net assets

Total liabilities and net assets

The “Notes to Financial Statements” are an integral part of these statements.

5

Primarv Government

Governmental
Activities

$ 530.093
94

5,294

46.252

$ 581.733

575.641

3 581,733
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GOVERNMENTAL FUND FINANCIAL STATEMENTS
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VILLAGE OF MECOSTA — Mecosta County, Michigan

Reconciliation of the Statement of Revenue, Expenditures and Changes in Fund Balance of Governmental Funds to
the Statement of Activities

For the Year Ended March 31, 2008

Net Change in Fund Balances - Total Government Funds $ 36,590

Amounts reported for govemmental activities in the
statement of activities are different because:

Depreciation expense (1.586)

Change in Net Assets of Governmental Activities $ 38.004

The “Notes to Financial Statements” are an integral part of these statements.

9



PROPRIETARY FUND FINANCIAL STATEMENTS



VILLAGE OF MECOSTA - Mecosta County, Michigan

Proprietary Fund Statement of Net Assets
March 31, 2008

ASSETS
Current Assets
Cash and cash equivalents

Non-current Assets
Capital assets (Net of depreciation)
Total assets

NET ASSETS
Invested in Capital Assets - Net of Debt
Unrestricted
Total net assets

The “Notes to Financial Statements” are an integral part of these statements.

10

Internal
Service
Fund

24,850

9.987

34.8537

9.987
24.850

34.837




VILLAGE OF MECOSTA — Mecosta County, Michigan
Proprietary Fund Statement of Revenue, Expenses and Changes in Net Assets
For the Year Ended March 31, 2008

Operating Revenues
Equipment rentai

Operating Expenses
Depreciation

Operating Income (Loss)

Non-Operating Revenues (Expenses)
Interest Revenue

Change in Net Assets
Total Net Assets- April 1, 2007

Total Net Assets- March 31, 2008

The “Notes to Financial Statements™ are an integral part of these statements.

1

Internal
Service
Fund

8,428

7.216

1,212




VILLAGE OF MECOSTA — Mecosta County, Michigan
Proprietary Fund Statement of Cash Flows
For the Year Ended March 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Internal Activity- Receipts from Other Funds

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and Dividends

Net increase (decrease) in cash and cash equivalents
Balances- April 1, 2007

Balances- March 31, 2008

Reconciliation of Operating Income (Loss) to Net Cash Provided
(Used) by Operating Activities
Operating Income (Loss)
Adjustments to Reconcile Operating Income
to Net Cash Provided (Used) by Operating
Activities:
Depreciation expense

Net Cash Provided (Used) by Operating Activities

The “Notes to Financial Statements” are an integral part of these statements.

12
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VILLAGE OF MECOSTA — Mecosta County, Michigan

Notes to Financial Statements
For the Year Ended March 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Village of Mecosta conform to accounting policies generally accepted in the United
States of America (GAAP) as applicable to governmental units. The following is a summary of the significant
accounting policies used by Village of Mecosta:

Reporting Entity

The Village is governed by an elected, five-member, Council. The accompanying financial statements present the
government and its component units; entities for which the government is considered to be financially accountable.
Based on the application of the criteria, the Village does not contain any component units.

Government — Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the non-fiduciary activities of the primary government. For the most part, the
effect of inter-fund activity has been removed from these statements. Governmental activities, normally supported
by taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenue includes: (1a) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment; and (2} grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from the government-wide financial staterents. Major individual governmental funds are reported as
separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

District-Wide Statements - The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Fund Based Statements - Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be
“available” if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures are recorded
only when payment is due.

Property taxes — Village of Mecosta’s property tax is levied on each December 1* on the taxable valuation of
property located within Village of Mecosta as of the preceding December 31%.

13



VILLAGE OF MECOSTA — Mecosta County, Michigan
Notes to Financial Statements - Continued
For the Year Ended March 31, 2008

Although the Village of Mecosta 2007 ad valorem tax is levied and cotllectible on July 1, 2007, it is Village of
Mecosta’s policy to recognize revenue from the current tax levy in the current year when the proceeds of this levy
are budgeted and made “available” for the financing of operations.

The 2007 taxable valuation of Village of Mecosta totaled approximately $5,399,000, on which ad valorem taxes
levied consisted of 6.0 mills for the Village operating purposes. These amounts are recognized in the respective
General Fund financial statements as delinquent personal tax and/or as a tax revenue.

The Village reports the following major governmental funds:

The General Fund is the Village’s primary operating fund. It accounts for all financial resources of the Village,
except those required to be accounted-for in another fund.

The Major and Local Street Funds account for activities of the street improvements.
Additionally, the Village reports the following non-major fund types:

The Village reports a Revolving Equipment Fund. This fund accounts for equipment rental to various Village
funds.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide financial
statements.

Assets, Liabilities and Net Assets or Equity

Deposits and Investments — Cash and cash equivalents are considered to be cash on hand, demand deposits. and
short-term investments with a maturity of three months or less when acquired. Investments are stated at fair value.

Receivables and Payables — In general, cutstanding balances between funds are reported as “due to/from other
funds”. Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of
the fiscal year is referred to as “advances to/from other funds”.

All trade and property tax receivables are shown as net of allowance for uncollectible amounts. Property taxes are
levied on each July Ist and are considered delinquent on October 1, at which time interest and penalties are

assessed.

Capital Assets — Capital assets, which include property, plant and equipment assets are reported in the applicable
governmental activities column in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial individual cost of more than $5,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of the donation.

Property, plant and equipment is depreciated using the straight-line method over the following useful lives:

Buildings 40 years
Vehicles 3 years to 10 years
Equipment 5 years to 10 years

14



VILLAGE OF MECOSTA — Mecosta County, Michigan

Notes to Financial Statements - Continued
For the Year Ended March 31, 2008

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

NOTE B -~ STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information — Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental units. All annual appropriations lapse at fiscal year end.

The budget document presents information by fund, function, activity and line items. The legal level of budgetary
control adopted by the governing body is the activity level. State law requires the Village have its budget in place
by April 1*'. Expenditures in excess of amounts budgeted is a violation of Michigan Law. State law permits a
Village to amend its budgets during the year.

NOTE C - DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the local governmental unit to make deposits and invest in the
accounts of federally insured banks, credit unions, and savings and loan associations, which have an office in
Michigan. The Village is allowed te invest in bonds, securities and other direct obligations of the United States or
any agency or instrumentality of the United States; United States government or federal agency obligations;
repurchase agreements; bankers’ acceptance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase; obligations of the State of Michigan
or its political subdivisions which are rated as investment grade; and mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan.

The Village has designated two banks for the deposit of Village funds. The investment policy adopted by the
Village Council in accordance with Public Act 196 of 1997 has authorized investment in bank accounts and
certificates of deposit, but not the remainder of State statutory authority as listed above.

The Village’s deposits and investment policy are in accordance with statutory authority.

At year-end, the Village’s deposits and investments were reported in the basic financial statements in the following
categories:

Governmental Activities
Cash and cash equivalents $ 554,943

The bank balance of the primary government’s deposits is $557,649, of which $100,000 is covered by federal
depository insurance.

NOTE D -RECEIVABLES

Receivables as of year-end for the government’s individual major and non-major funds are as follows:

General
Personal Tax Delinguent 5 94
Due from State of Michigan 5,294



VILLAGE OF MECOSTA — Mecosta County, Michigan
Notes to Financial Statements - Continued
For the Year Ended March 31, 2008

NOTE E — CAPITAL ASSETS

Capital asset activity of the governmental activities for the current year was as follows:

4/1/07 3/31/08
Beginning Ending
Balance Increases Decreases Balance
Capital assets being depreciated
Buildings b3 63,440 § 0 3 0 8 63,440
Less Accumulated depreciation for
Capital assets (15,602) {1,586) {0) (17.188)
Net capital assets $ 47838 $ (1,586) $ 0 % 46,252

Depreciation expense was not charged to activities as the Village considers its assets to impact multiple activities
and allocation is not practical.

NOTE F - RISK MANAGEMENT

The Village is exposed to various risks of loss related to property loss, torts, errors and omissions and employee
injuries {workers’ compensation). The Village has purchased workers’ compensation insurance for such claims.
Settled claims relating to the workers’ compensation insurance have not exceeded the amount of insurance coverage
in any of the past three fiscal years.

16
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VILLAGE OF MECOSTA — Mecosta County, Michigan

Budgetary Comparison Schedule
General Fund
For the Year Ended March 31, 2008

BEGINNING OF YEAR FUND BALANCE

Resources (inflows)
Property Taxes
State Grants
Charges for Services
Interest and Dividends

Other Revenue
Transfer from Major Street Fund
Transfer from Local Street Fund

Amounts Available for Appropriation

Charges to Appropriations (outflows)
General Government
Village Council
President
Elections
Clerk
Treasurer
Village Hall
Airport
Cemetery

Public Safety
Planning and zoning

Public Works
Street lighting

Culture and Recreation
Parks

Other Functions
Insurance and Bonds
Social security/ medicare tax
Retirement

Total Charges to Appropriations

Budgetary Fund Balance - March 31, 2006

Variance with

Final Budget

Original Amended Favorable
Budget Budget Actual (Unfavorable)
$ 183,805 S 183,805 5 183,805 % 0
30,000 30,000 32,502 2,502
30,000 30,000 39,527 9,527
1,000 1,000 205 (795)
5,000 5,000 6,889 1,889
3.500 3,500 2,296 (1.204)
2,400 2.400 695 (1,705)
1,600 1,600 511 {1,089)
257,305 257,305 266,430 9,125
17,000 17,000 9.434 7,566
1,500 1,500 1,500 0
100 100 1,695 (1,595)
6,200 6,200 5,693 507
2,500 2,500 2,566 (66)
7,000 7,000 10,671 (3,671)
4,000 4,000 4,485 (485)
5,000 5,000 8,007 (3,007)
3,000 3,000 4,267 (1,267)
8,200 8,200 8,993 (793)
5,000 5,000 3,990 1,010
5.000 5,000 3,279 1,721
7,000 7,000 1,142 5,858
2,000 2,000 1,272 728
73,500 73,500 66.994 6.506
$ 183,805 § 183,805 § 199436 § 15,631
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VILLAGE OF MECOSTA — Mecosta County, Michigan
Budgetary Comparison Schedule

Major Street Fund

For the Year Ended March 31, 2008

Variance with
Final Budget

Original Amended Favorable
Budget Budget Actual {Unfavorable)
BEGINNING OF YEAR FUND BALANCE $ 185004 $ 185004 $ 185004 § 0
Resources (inflows) .
State Grants 27,000 27,000 28,295 1,295
Interest and Dividends 5,000 5,000 6.920 1.920
Amounts Available for Appropriation 217,004 217,004 220,219 3,215
Charges to Appropriations (outflows)
Public Works
Highways, Streets, and Bridges 29,000 29,000 23,998 5,002
Transfer to General Fund 3,000 3.000 695 2.305
BUDGETARY FUND BALANCE - March 31, 2008 $ 185004 $ 185004 $ 195526 § 10,522
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VILLAGE OF MECOSTA — Mecosta County, Michigan
Budgetary Comparison Schedule

Local Street Fund

For the Year Ended March 31, 2008

Variance with

Final Budget
Original  Amended Favorable
Budget Budget Actual (Unfavorable)

BEGINNING OF YEAR FUND BALANCE $ 120,990 $ 120,99C $ 120990 § 0
Resources (inflows)
State Grants 15,000 15,000 16,770 1,770
Interest Eamings 4,000 4,000 4,550 550
Amounts Available for Appropriation 139,990 139,990 142,310 2,320
Charges to Appropriations (outflows)
Public Works
Highways, Streets, & Bridges 17,000 17,000 7,372 9,628
Transfer to General Fund 2.000 2,000 511 1.489
BUDGETARY FUND BALANCE - March 31, 2008 $ 120,990 $ 120,990 §$ 134427 § 13,437
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Terry Kirkpatrick, CPA, P.C.

Certified Public Accountant

211 Maple Street
PO Box 817
Big Rapids, Michigan 49307-0817
(231)796-3332
FAX (231) 796-5554

July 9, 2008

Members of Village of Mecosta Council
Mecosta County, Michigan

I have recently completed my audit of the basic financial statements of Village of Mecosta for its year
ended March 31, 2008. During this audit, | had an opportunity to observe accounting and financial
procedures and many of your general management practices. As a result of my auditing procedures, there
are some comments and/or recommendations 1 would like to present.

BUDGET AMENDMENTS

Looking at page # 17 in the audit report for the budgetary comparison schedule of the general fund you will
see several numbers shown in brackets in the fourth column. These brackets indicate that the expenditures
for that particular activity exceeded the amount budgeted. The law requires that before the governmental
unit incurs an expenditure that will exceed the budgeted amount for that activity, it must amend the budget
to cover the expense. For that reason, it is important for the Village Council to closely monitor the
expenditures of the Village and the adopted budget.

GOOD JOB OF MAINTAINING FINANCIAL RECORDS

The Village Clerk and Treasurer appear to have done a good job maintaining the financial records of the
Village of Mecosta for the past year. Keep an eye on the budgets and keep up the good work.

OTHER MATTERS

1 want to thank your personnel for the courtesy and cooperation shown me by them during the audit
process.

I have mailed two copies of the audit report and this letter to the Michigan Department of Treasury.

You have been given the completed copy of the Form F-65, which the Clerk must sign and mail to the
Michigan Department of Treasury.

If you have any questions regarding the above or the audit, please contact me.
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